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Of the changes suggested in the federal legislation, Maryland already allows part-time
workers to be eligible for Ul benefits under certain circumstances, as provided under Chapters 5
and 6 of 2009 (although minor changes arc nccessary for this law to qualify). The
Unemployment Insurance Division estimated that the part-time legislation has resulted in an
additional pay-out of approximately $600,000 in Ul benefits since the law took effect in April
2009.  Further, Maryland law provides an allowance for dependents under the age of 106;
however, the dependents’ allowance amount (88 per week) is below the $15 required by the
federal legislation. The estimated cost of the changes would be $6.8 million annually for
providing coverage to individuals who separate from work for compelling family reasons;
$1.8 million annually for providing training benefits; and $15.6 million for increasing the weekly
allowance to Ul payments for dependents.

Due to the easc of administration and low cost o the trust fund, Ms. Squire indicated that
the Governor is interested in the options concerning eligibility for part-time, compelling family
reasons, and additional training. The option concerning dependents allowance would be too
expensive.

In addition to expanding eligibility for UI benefits, the $126.8 million could be used to
increase the balance in the trust fund, potentially allowing the State to move to a lower tax rate in
calendar 2011. In order for a state to access its additional federal funds, the required provisions
must be in place by August 31, 2011, and the cffective date of the legislation must be on or
before September 21, 2012,

During the discussion, Secretary Johansson of the Department of Business and Economic
Development indicated that there are several venues for the business community to weigh in on
their ideas as to how to get through current difficult economic period, especially in the
construction field which has seen a 50% loss of jobs. He stated that any ideas generated by the
business community will be brought to the joint committee for consideration. Delegate King, as
a member of the Governor’s Small Business Task Force, expressed concern especially for small
businesses.  Mr. Ronald Adler and Mr. Thomas Saquella, representatives the business
community, generally suggested that if the federal initiative is adopted, then an opportunity
would be created to make other changes to the system to diminish the costs of the federal
initiative, such as moving to a variable duration approach, implementing a waiting week
approach, and eliminating eligibility for sick claimants. Currently, claimants are eligible for up
1o 26 weeks, regardless of how long they have been in the workforce; variable duration would
limit the number of benefit weeks depending on the length of time the claimant had been in the
workforce. By implementing a waiting week approach, a claimant would still be eligible for up
1o 26 weeks of benefits but would not receive a first Ul bencfit check until a week after the
claimant was cligible for benefits; the savings from the delay would result if the claimant was



The Honorable Martin O'Malley, Governor

The Honorable Thomas V. Mike Miller, Jr., President of the Senate
The Honorable Michael E. Busch, Speaker of the House of Delegates
Members of the Legislative Policy Commitice

December 19, 2009

Page 7

rehired before drawing all 26 weeks. Currently, a claimant who becomes sick continues to be
eligible for UI benefits despite not being able to work, not being available for work, and not
actively seeking work, as is not the casc with respect to the general requirements for eligibility
for unemployment insurance benefits.

Mr. Jason Perkins-Cohen, a member of the joint committee and a representative of
low-income consumers, encouraged adoption of the federal initiative especially since the
changes may eventually be a federal requirement in the futurc. Mr. Emie Grecco, another
member of the joint committee and a representative of organized labor, questioned why options
other than the federal initiative options were being discussed. It light of the discussion, Senator
Middleton requested that a small group of the joint committee meet to sec if a compromise could
be reached with the various stakcholders before the next meeting,

December 17 Meeting

At the second meeting of the 2009 interim, the joint committee further discussed the
Governor's proposal and also heard from the business community on suggested benefit changes
that would ease the additional costs that would be realized from adopting the federal
modernization initiative. The small group of the joint committec was unable to reach consensus
despite meeting several times.

Assistant Secretary Squire attended the meeting and began her comments by thanking the
various stakeholders for providing input to the Unemployment Insurance Division. She also
indicted that the new federal extension of benefits (effective November 6, 2009) provides
claimants with an additional 14 weeks. Letters were sent to the claimants who had exhausted
their benefits (about 20,000) and to claimants who are about to exhaust their benefits (about
47,000) to inform them of the additional weeks. Accordingly, with this new extension, a
claimant who is actively seeking work would be eligible for 73 weeks of benefits (26 weeks are
paid by the Maryland trust fund and then three tiers of federal bencfits: first tier is 20 weeks;
sccond tieris 13 weeks, and the last tier is 14 weeks).

Mr. Joseph Bryce, Governor’s Chief Legislative Officer, thanked the Secretary of
Business and Economic Development and the Secretary of Labor, Licensing, and Regulation for
their work on the Ul tax burden issue. He stressed that the Governor is interested in putting
pecople back to work and, therefore, will be offering a tax credit for employers who hire. He
stated that the Governor plans to implement administrative changes, including allowing
individual employers to enter into payment plans for their Ul tax payments; however, he
indicated that any 2010 tax obligation must be received by the end of 2010 (but preferably
September 30) so that there are not other unintended consequences for employers (i.e., IRS tax
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issues). Further, the Govemor plans to introduce legislation to reduce the interest payment for
employers who are unable to make timely tax payments. Mr, Bryce indicated that it is a policy
decision not to make any other decisions at this time, but the Governor would like to pursue the
federal $126.8 million by enacting the federal modernization proposal. Further, the Governor is
interested in additional immediate rate relief that could be realized by implementing Table E
instead of Table F in calendar 2010. Table E requires employers to pay a minimum of 1.8% and
a maximum of 12.9% ($153 to $1,096.50 per employee). By paying from the second highest tax
ratc table instead of the highest tax rate table, employers overall Ul tax obligation will decrease
by about $83 million. With the session approaching, time is of the essence for policy decisions
to be made.

The co-chairs requested that each of the members on the joint committee comment on the
Governor’s proposal. Mr. Greeco and Mr, Perkins-Cohen (representatives of organized labor
and low-income consumers) generally indicated that they are satisfied with the Govemor’s
proposals and would not support making any other changes that would limit Ul benefits as is
being proposed by the business community, Mr. Saquella, Mr. Ronald Adler, and Ms. Patricia
Baldwin (representatives of businesses) generally indicated that they could support the
Govemor’s proposal only if there arc other concessions. Otherwise, their respective
memberships are willing to pay the entire 2010 obligation required under Table F (spread oul
over the entire year) and forego the federal $126.8 million. While not fully discussed, the
concessions proposed include (1) changing the calculation of benefit entitlement from a fraction
of high quarter carnings to 1% of base period wages; (2) requiring a waiting weck for all
voluntary quits (14 states do not have a waiting week); (3) eliminating dependents allowance
payments (13 states permit dependent allowance payments — estimated savings to the trust fund
of $5 million); (4) eliminating sick claims (estimated savings to the trust fund of $2.7 million);
and (5) removing the “stoppage of work” provision in current law. The business representatives
indicated that these concessions could help offset the additional cost of the federal modernization
proposal which is estimated to be an additional $19.6 million per year ($17 million for
implementing an alternative base period; $600,000 for expanding benefits to part-time workers;
and $2 million for providing Ul benefits to claimants who take training classes).

Mr. Morris Seagall, representative of an academic profession, indicated that the
$126.8 million is mandatory to keep the trust fund afloat and that the altemative base period
approach 1s most likely to be required in the future. Further, he indicated that while the federal
government is focusing on job creation, it is reasonable to spread out Ul tax payments for
employers and that the viability of small businesses must be considered in any proposal.
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Senators Kelley and Exum indicated that some of the business representative ideas should
be considered, while others may not he feasible. Generally, the joint commitiee agreed that the
small group of the joint commitiee needs to continue its cfforts for a compromise package.
During early January 2010, the joint committee will reconvene to discuss their efforts,

It is anticipated that the Governor will introduce a Ul legislative package during the
2010 session that will amend Maryland’s statute to meet the requirements of the

federal modernization legislation,

The joint commitiee would Like 1o express its appreciation for the time and effort invested
by all members and agency staff.  The joint committee looks forward to the samc spirit of
cooperation and assistance in the future as it continues 1ts responsibihitics of monitoring the
unemployment insurance systeni.

Respectfully submnted.
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